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EDITOR’S

for centuries.

Some have lasted thousands of years
and are still in use today. Architectural
wonders like the Egyptian pyramids,
the roads and aqueducts built by the
Romans, the Mayan temples, and the
Great Wall of China are all reminders
of the skill of engineers and builders of
past times.

According to industry sources, the global
construction market tops $3.4 trillion
and the highest growth regions are Asia
and Latin America. Even with a global
economic downturn, the construction
industry is still experiencing modest
growth. Advancements in technology
of design as well as building materials
translate into shorter timelines between
conception and completion of a project.
With prefabricated houses, an entire
neighborhood can be in place in a matter
of days rather than months or years.

New construction and design are also
progressing beyond mere function and are
addressing form as well as environmental
impact on the surrounding communities.
Architects and designers are beginning
to take into consideration the economic
and ecological impact of large structures
although still not the industry standard.
Green space, energy efficiency, and
water usage are all factors that architects

ivilizations have been building impressive structures

and engineers consider when planning a
large structure. Use of recycled building
materials is also becoming more preva-
lent in building construction, although
not yet cost-effective.

Our feature this month focuses on the
global construction industry, specifically
the architectural, engineering, construc-
tion services, and building materials used
in construction. The United States is the
largest construction market in the world,
but producers investigate global opportu-
nities to balance business cycles as well
as create new markets for their products.
Over 80 percent of all construction
occurs outside of the United States, so
there are plenty of opportunities for U.S.
expertise in this area.

Other articles cover areas of construction
such as efforts to rebuild Afghanistan,
and a brief primer on the contracting
opportunities financed by the network
of multilateral development banks.

Next month we turn our focus to Chile
and the commercial prospects that are
available as a result of the newly complet-
ed free trade agreement with the United
States. We will also get a primer on new
rules governing patent applications in the
European Union.

Cory Churches
Editor
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VIEWPOINT

B Small Businesses Drive

the Global Economy

Let’s Make it Easier for Small U.S. Firms to Trade

by Donald A. Manzullo

U.S. House of Representatives

Small businesses are the
backbone of the U.S. econo-

my. Nearly 25 million small business-
es employ more than half of the entire
private work force in the United States.
Over the last decade, small businesses
have been an economic juggernaut for
our national economy. In those years,
small businesses created 75 percent of
all new jobs, developed over 50 percent
of new technologies and innovations,
generated over half of private GDP,
and provided the stable economic
and social base essential to our towns
and communities.

Global trade by small businesses has
increased over that same period. Nearly
250,000 small businesses now export,
which is triple the number of 10 years
ago. Many more small businesses are
indirect exporters as subcontractors
or suppliers for larger companies that
export. One of three export sales dol-
lars goes back to a small business. But
this number must increase dramati-
cally to keep pace with the challenges
of globalization and trade imbalances.

|
As chairman of the Committee on
Small Business in the U.S. House of
Representatives, and an advocate of
free but more balanced trade, I wel-
come efforts by this administration
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and the rest of the federal government
to increase the number of small busi-
nesses exporting. President Bush’s
National Export Strategy, released in
May 2002, addressed the fact that
more small businesses need to be aware
of the advantages of exporting. The
report recognized that federal agencies
should have a more proactive and coor-
dinated approach, provide improved
customer service, and expand agency
outreach efforts.

Effective coordination of federal
programs is needed to leverage scarce
resources. Federal agencies, as trade
promotion service providers, are
accountable to their business customers.
Training and outreach services must
keep pace with a rapidly changing

business environment.

Since the publication of the export
strategy, the U.S. Small Business
Administration (SBA) has increased
the limit of its Export Express business-
development loan guarantee program
from $125,000 to $250,000. The
Export-Import Bank of the United
States, the SBA, the U.S. Commerce
Department’s Census Bureau and
International Trade Administration,
and the U.S.

Agriculture have established a joint

Department of

marketing task force that now meets
regularly to coordinate literature and

pavilions at major domestic trade
shows, trade financing seminars, and
direct mail campaigns.

At my suggestion, the administration
recently created an interagency train-
ing program to improve trade facili-
tation services for small businesses
bewildered by the process and num-
ber of government forms, agencies,
and participants. The idea was to
transform appropriate agency staff
into personal export assistance officers
(PEXOs), cross-trained in all relevant
public and private trade promotion and
assistance programs, to serve as con-
tact points and account managers for
small business customers. The Trade
Promotion Coordinating Committee,
composed of the 19 federal agencies
that facilitate trade and headed by
Jeri Jensen-Moran, conducted the first
interagency seminar for PEXOs in
January 2003. Nine agencies partici-
pated. This training program must be
extended to all field staff to emphasize
the unified approach.

The federal agencies involved must
expand this outreach to promote
exporting by U.S. businesses. Further
examination of various financing
programs, vigorous promotion of a
unified approach, training federal
employees in this unified approach,
and creating the mechanisms to



open up opportunities overseas
are all necessary to create a better

exporting environment.

. COMPETING INTERNATIONALLY

Free trade not only has created oppor-
tunities for businesses to introduce
themselves to new markets, but has
increased foreign competition as well.
In this globally competitive environ-
ment, U.S. small businesses and espe-
cially manufacturers must have every
opportunity to compete. The ability
of U.S. small manufacturers to com-
pete for supply chain opportunities
with foreign corporations and with
U.S. multinational companies must
be enhanced. U.S. small businesses
provide the highest quality products
at competitive prices. Our larger cor-
porations must see the economic and
political benefits of sourcing from
their smaller colleagues. I refer to this
sourcing concept as “America’s Jobs
First,” and I plan to roll it out more
formally soon.

In all these efforts, the opportunities
presented by the Chinese economy
must be realized. China’s WTO mem-
bership has advanced the implementa-
tion of commitments made as part of
its accession obligations. As this pro-
cess continues, more and more small
and medium-sized U.S. firms, includ-
ing my constituents, have sought
and found business opportunities in
China. And China is an important
market for smaller firms; few people
know that 83 percent of all direct U.S.
exporters to China are small and medi-
um-sized companies. In 1999, small
firms accounted for more than one-
quarter of all exports to China. The
number of multinational companies
in China now requires us to promote
our small businesses vigorously. They
must be seen as competitive sourcing
alternatives. Additionally, the number
of small businesses exporting to China
grew by a remarkable 221 percent
between 1992 and 1999.

China can be a very difficult market to
penetrate and an even more difficult

VIEWPOINT

Congressman Don Manzullo and Hamilton Sundstrand employee Mark
Lundy discuss one of the parts the Rockford company makes for the U.S.
military’s C-17 transport plane. Manzullo was on hand to help celebrate
the Boeing Co.’s 100th delivery of the plane, each of which includes
parts make in Rockford.

market for sustaining a profit. There
are several tips on doing business in
China, some of which include con-
ducting thorough market research,
finding the right partner, building
strong relationships, and making sure
that you know with whom you are
doing business. Several important
resources exist to assist small firms in
their exploration of China as an export
market, including the U.S. Commerce
China  Gateway
(www.mac.doc.gov/china), the offices

Department’s

of the U.S. Commercial Service in
China (www.buyusa.gov/china/en),
the U.S.-China Business Council
(www.uschina.org), and The China
Business Review (www.chinabusiness
review.com). All of these resources
include business advice, market-
ing strategies, and relevant updates

and briefings.

As the driving force behind our
economy, our small businesses must
be promoted. If the forces of globaliza-
tion continue to sideline and destroy
our small manufacturers, our national

economy, our social fabric, our inter-
national relations, and our national
security all will suffer greatly. Our
small manufacturers must compete
in global markets. They must not
be shut out. Our efforts to encour-
age the growth and prosperity of our
small businesses are ongoing and vital
to the strength of our nation. I look
forward to challenging and supporting
our government and multinationals in
enabling our small businesses to com-
pete globally in the 21st century. H

The author represents the 16th
congressional district of lllinois. In
the U.S. House of Representatives,
he is chairman of the Committee
on Small Business as well as
the U.S.-China Interparliamentary
Exchange.
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Next to the U.S. government, the
Canadian government is the larg-
est purchasing entity in the world,
procuring in excess of $10 billion
in goods and services annually.
Canada offers the most open, acces-
sible, and transparent public sector
market for U.S. goods and services
outside of the United States. Public
Works and Government Services
Canada (PWGSC) is the Canadian
government agency responsible for
federal procurement.

Through PWGSC, the Canadian
government procures 17,000 different
types of goods, services, and con-
struction yearly, with a total value of
more than $7 billion. PWGSC handles
the procurement for approximately
100 federal departments and agen-
cies, as well as contracts for major
Crown projects.

The government of Canada is a sig-
nificant purchaser of IT products,
including software, hardware, and
peripherals. According to PWGSC,
during 2001-2002, the Canadian
government procured approximately
$1.5 billion worth of IT products and
approximately $275 million in off-
the-shelf and custom-made software.

__J HUNGARY |

Extensive subsidies for prescription
drugs cover two-thirds of the costs
of most drugs but require nearly 20
percent of total health-related expen-
ditures. The governments power to
determine prices and which drugs are
subsidized has a profound influence on
the pattern of drugs sold. The govern-
ment has authorized the introduction
of many innovative drugs; nearly 10
percent of the total 5,500 drugs were
newly registered in 2001. However,
the government is now slowing the
adoption of new drugs and stressing
the substitution of generic products.
The consumption of over-the-counter
products is lower in Hungary than in
other industrialized countries due to
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long-standing traditions. Domestic
drug production has been around
for a long time in Hungary, but the
domestic industry is consolidating.
Two-thirds of consumption is now
imported. U.S. firms control more
than 20 percent of the country’s drug
market. Marketing and sales prac-
tices in Hungary are similar those
in Western countries. Registration is
fully compatible with EU regulations.
Hungary’s intellectual property rights
laws are adequate, except for the lack
of protection of confidential pharma-
ceutical test data. Best prospects in
Hungary include cardiovascular and
oncological drugs.

Hungary’s pending membership in
the European Union is already
improving standards for environ-
mental protection. As Hungary har-
monizes its standards with the union
in anticipation of May 2004 accession,
this has created unprecedented oppor-
tunities for providers of environmental
services and technology. Local gov-
ernments have financed improve-
ment projects that are subsidized by
Hungarian state funds, as well as by
international banks and credit agen-
cies such as the European Bank for
Reconstruction and Development, and
the Export-Import Bank of the United
States. Increasingly, funding for envi-
ronmental projects will come from EU
structural funds in their various forms,
such as ISPA, Phare, and SAPARD. In
most cases, these EU funds require
local Hungarian matching funds,
which can be as high as 11 “Hungarian
euros” for each “EU euro.”

The Hungarian environmental indus-
try consists of some domestic 2,200
organizations—mostly small and
medium-sized businesses offering a
variety of products and services. They
are limited by their size, lack of sophis-
ticated personnel, and poor access
to international financial markets.
Foreign technology providers who
can work with these firms and guide
them and their clients to finding

financial resources can gain access
to lucrative large-scale projects. Joint
ventures between Hungarian partners
and American, German, French,
Austrian, or Italian partners generate
about half of all environmental sales.
U.S. companies can be very effective
in this sector, but they now have only
a 5-percent market share in Hungary.
The most common obstacles U.S.
firms face when doing business in
Hungary are difficulty in adapting
to European sizes and standards,
unfamiliaricy with the practical appli-
cation of EU guidelines, Hungarian
lack of familiarity with U.S.-brand
technologies, and less need in
Hungary for industrial operations of
the American scale.

Best prospects for U.S. businesses
include supplying low-waste and
recycling technologies, soil remedia-
tion, bio-energy and waste-to-energy
projects, and wastewater and water
treatment solutions.

L JVIETNAM. |

Vietnam’s health sector is still in
fundamental stages of development.
In the year 2000, Vietnam had nearly
1,000 hospitals (including state-
owned and private hospitals) with
250,000 beds total. According to the
World Bank, the bed utilization rate
is only 14.8 beds per 10,000 people.
This is very low compared with other
Asian nations. Most of the hospitals
are unsanitary and poorly equipped.
However, the sector has experienced
some positive changes over the past
few years as a result of general eco-
nomic growth and more open policies
that invite private sector participation.
Incentives are being offered for con-
struction of hospitals, production of
pharmaceuticals, and modernization
of medical equipment.

In recent years, the government has
made modernization and upgrading
of health care facilities a priority. The
government has demonstrated its com-
mitment to health care by providing a



larger budget dedicated to improving
the sector.

From now to 2005, the government
will spend about $1.3 billion to build
76 new hospitals. Approximately $700
million of that $1.3 billion will be
used for purchasing new equipment.
From 2005 to 2010, the government
will spend about $1.8 billion to build
57 new hospitals, of which more than
$1 billion will be spent on medical
equipment. In addition, the Ministry
of Health has launched an ambitious
initiative to develop high-tech cen-
ters nationwide, and to increase the
number of skilled and well-trained
medical personnel.

[ | SOUTH KOREA

The total value of the South Korean
market for telematics equipment
and solutions increased from $2.5
million in 2001 to $65 million in
2002. “Telematics” is a combination
of the words
and informatics. Telematics provides
drivers and passengers with real-time
information on navigation and traffic,
safety and emergencies, remote vehicle
control and diagnoses, and intelligent
transportation, as well as wireless com-
munications, multimedia and enter-
tainment, and e-commerce, through a
wireless network. Over the next three
years, South Korean market demand is
projected to increase at an annual aver-
age rate of 100 percent, reaching $510
million by 2005. Although the market
for telematics equipment and solu-
tions is presently in its infancy, South
Korea’s automobile manufacturers
and wireless service providers have all
embraced telematics services, ensuring
a huge market potential for suppliers
of related equipment and solutions.
Other factors that support the forecast
for strong market growth include pro-
jected growth in the number of regis-
tered vehicles in South Korea from 14
million units presently to 19 million
by 2009; strong wireless penetration
of more than 30 million subscribers
in a population of 47 million; and
Koreans™ early adoption of new wire-
less technologies. Best prospects for
U.S. suppliers include solutions and
terminal components.

telecommunications

South Korea is the second-largest
health care market in the Asia-Pacific
region, surpassed only by Japan. The
South Korean market for dental equip-
ment and devices has increased rapidly
over the past few years in line with
the country’s economic growth and
increasing consumer demand for den-
tal care. In 2002, the South Korean
market for dental devices and equip-
ment was valued at approximately
$250 million, and imports were valued
at $198.51 million, representing about
82 percent of the total market. One of
the major drivers of growth of market
demand for dental equipment and
devices has been the rapid establish-
ment of new dental clinics as many
newly qualified dentists begin their
private practices. Also contributing
to the growth in demand is the trend
among younger dentists to form large-
scale clinics in order to offer more
services and to increase revenues.

_JjapaN |

The number of the Japanese students
who wish to enroll in U.S. colleges
straight from Japanese high schools is
increasing. Japanese students’ interest
in studying in colleges in the United
States is strong, but Japanese high
school seniors’ English skills are insuf-
ficient to enroll in most four-year U.S.
universities. Japanese students, parents,
and the study abroad industry have
become aware of the merits of U.S.
two-year colleges, where the required
TOEFL score is generally lower than
that for four-year colleges, and where
the tuition and living expenses are
often not more than what would cost
them for college education in Japan.
There is rapidly growing market for
U.S. two-year colleges, especially for
those with transfer programs.

Education is big business. International
students pay for ctuition, meals
and lodging, travel, shopping, and
other activities in the United States.
International students spend $11 bil-
lion in the United States every year.
Education is the United States’ fifth-
largest service export.

Among international students in the
United States, in 2001-2002 the

GLOBAL NEWS LINE

number of Japanese students dropped
from third to fourth rank, follow-
ing India, China, and South Korea.
Probably affected by slow Japanese
economy, the number of Japanese
students in the United States increased
only by 0.7 percent from the previous
year (versus a 22.3-percent increase
from India, 5.5 percent from China,
and 7.4 percent from South Korea).
However, whereas the majority of
students from these three other coun-
tries enroll in graduate or advanced
programs, the majority of Japanese
students in the Untied States enroll
in undergraduate courses. For U.S.
undergraduate programs, Japan is the
number one international market.

Many Japanese students often find it
better to enroll in a two-year college
first and then transfer to a four-year
university after they acquire some
undergraduate credit and improve

their English skills.

Japan’s study abroad industry is aware
of the lower tuition and other expenses
at two-year colleges. And due to the
prolonged economic recession, the
demand for lower-cost education is
increasing. Indeed, in many cases, the
total tuition and living expenses for
a two-year college education in the
United States are lower than that for
junior/four-year college in Japan. WM

NEED MORE DETAIL?

Ask a commercial officer at one of
the Department of Commerce posts
located around the globe. Contact
information, including phone, fax
and e-mail, is available by calling
the Trade Information Center at
(800) USA-TRAD(E).
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SUCCESS STORIES

A Mold Maker Finds a Mexican Match

by John Ward
ITA Office of Public Affairs

The tool-and-die sector of
the U.S. economy has been
buffeted in recent years
by numerous challenges,
including intense com-
petition from low-priced
foreign  competitors, a
looming dearth of skilled
workers, and the deleteri-
ous effects of tariffs on
the price of one of its most

important raw materials.
One Midwestern company, though—
Metz Tool and Die of Rockford,
Ill.—has been working hard to
overcome these obstacles by aggres-
sively seeking new markets abroad.
And with the help of some results-
oriented government programs—
such as those of the U.S. Commercial
Service, the U.S. Small Business
Administration (SBA), and the
Global Trade & Technology Network
(GTN)—the company recently was
successful in entering a foreign mar-
ket for the first time.

INDUSTRIAL HEARTLAND

Metz Tool and Die was founded in
1959 in Rockford, the second-largest
city in Illinois, located about 80 miles
northwest of Chicago. The company
quickly established a reputation with
manufacturers (particularly in the
auto industry) and flourished in the
1960s through the 1990s, producing
die-cast injection molds for a variety
of manufactured products.
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What kinds of products require these
custom-made molds? According to
Don Metz, company president, just
about every manufactured product
you can imagine: “When you have an
idea,” says Metz, “it is the mold maker
and his artistry that puts it in steel that
produces something that can be sold.
Everything that is mass produced,
from the plastic rattle you shake as a
baby to the hardware that decorates
your casket when you are laid to rest,
comes from our industry.”

The 1990s brought problems for
the U.S. manufacturing sector, and
Rockford was not spared. The city
once depended almost exclusively on
manufacturing. Small manufactur-
ers in such industries as tool-and-die
making almost never needed to go
after global markets, since large corpo-
rations—such as Motorola, National
Lock, and Amerock—provided steady
contracts and income. But as some of
these domestic industrial giants shifted
their production overseas, small manu-
facturers suffered. Don Metz recalled
in testimony he gave recently to
Congress what he saw when he visited
neighboring shops: “As I walked down
the halls with one shop owner, I looked
to my right and there was a $100,000
machine sitting idle. Farther down the
aisle was a $300,000 machining center
with no work on it. . . the silence was
like a tomb.”

Metz Tool, along with many other
small manufacturers, was forced to
reassess its business strategy.

COUNSELING AND MARKET

RESEARCH FROM THE

COMMERCIAL SERVICE
Metz Tool’s

potential government partners in its

initial contacts with

search for foreign buyers came in
October 2001, when the new director of
the local U.S. Export Assistance Center
(USEAC), Patrick Hope, took a tour of
the company’s facilities, accompanied
by representatives from the office of
the Rockford area’s congressman, Rep.
Donald Manzullo. “The plant tour
confirmed to us,” says Hope, “that the
company’s products were high quality
[and] that Don Metz was committed to
investigating how the U.S. government
could assist him to be more competitive
in foreign markets.”

Over the next 15 months, Metz Tool
was involved in some 40 counseling
sessions with the Rockford USEAC.
The center’s staff helped to identify
Mexico as a prime market for Metz,
based upon the company’s preemi-
nence in manufacturing molds for the
automotive industry and the relative
ease of entry into the Mexican mar-
ket. They were also able to tap into
the expertise of the U.S. Commercial
Service’s posts in Monterrey, Mexico
City, and Guadalajara, thereby provid-
ing Metz with valuable market insights
and identifying potential buyers of the
company’s products.

About this same time, in November
2001, Don Metz joined SBA
Administrator Hector Barreto and oth-
ers in a trade mission to Guadalajara.
It was, according to Metz, “an



opportunity for me to gain some first-
hand knowledge of the business and
cultural climate in Mexico.”

THROUGH GTN

In February 2002, Metz Tool also
began working with another gov-
ernment partner, the GTN, a pro-
gram funded by the U.S. Agency for
International  Development. GTN
works with small and medium-sized
firms in the United States and in more
than 40 developing and emerging mar-
ket countries to encourage business link-
ages and facilitate international deals.

GTN was able to refine Metzs search
for customers in Mexico and identify
qualified buyers of the company’s prod-
ucts. According to GTN’s Midwest
director, Gregg Baker, “GTN was able
to deliver highly qualified matches that
enabled Metz Tool to review them,
ask questions, get answers from us
right away, and then visit Mexico.” In
fact, GTN was able to help Metz Tool
to obtain a travel grant that enabled
Don Metz to make a follow-up visit to
Mexico to meet with companies identi-
fied by GTN in its market intelligence
reports. The GTN Mexico office iden-
tified nine suitable firms with which
Metz met during his trip to Mexico.
Says Metz, “We were able to jump
right in because of the advance work

done by GTN.”

FINANCING ASSISTANCE
Marketing to potential clients and
obtaining orders from them was not
the only challenge for Metz Tool and
Die. The company still needed assis-
tance to fulfill and ship its orders.
Metz sought this help from the U.S.
Small Business Administration (SBA)
and the Export-Import (Ex-Im) Bank
of the United States, and eventu-
ally obtained a $500,000 loan from
AMCORE Bank, under terms of the
U.S. government-sponsored Export
Working Capital Program. Coming
with a guarantee by the SBA, the
loan allowed Metz Tool to finance the

construction and delivery of its prod-
ucts as well as provide 60-day terms
following delivery. Additional finan-
cial assistance came from the Ex-Im
Bank, which provided insurance to
protect Metz Tool against non-pay-
ment on purchase orders financed on
open accounts. “These are not easy
steps,” says Don Metz, “because they
require a lot of paperwork, but they are
well worth it.”

FIRST SALES

Metz Tool’s efforts of nearly a year
and a half were rewarded in late 2002,
when molds for auto transmissions
worth some $71,000 were shipped
to Diecasting Mexicana, a Mexico
City company. According to Metz,
this deal looks to be the first of many
between the two firms. And discus-
sions are continuing to take place for
future purchases, with the possibility
of a joint venture.

Metz Tool is also looking at some
other deals. By offering competitive
financing terms to his buyers, Don
Metz was able to return from a recent
trip to Mexico with a $250,000 order
for a mold and has been asked to bid
for additional units, with a potential
for some $500,000 to $600,000 in
future export sales. This would rep-
resent a 25-percent increase in Metz
Tool’s annual sales.

Metz Tool and Die’s success in export-
ing came as the result of a long-term
commitment by the company’s own-
ers to expand its business overseas. It
also was the product of the combined
efforts of several federal government
agencies that were able to guide the
company through new markets. It’s a
path that other small businesses look-
ing to export for the first time will
explore to their benefit. |

Patrick Hope, Rockford USEAC director;
Gregg Baker, GTN Midwest director; and
GTN staffers David Hartingh and Erin
Webster assisted in the compilation of
this article.

Photo courtesy of Metz Tool and Die.

SUCCESS STORIES

Getting the Help You
Need to Begin Exporting

Before it made its sales to Mexican firms in
late 2002, Metz Tool and Die had no foreign
customers. But the company’s 15 months of
preparation and marketing paid off. If your
company is thinking of exporting, it should look
into the same resources that Metz did. These
include:

M US. Export Assistance Centers (USEACs)
consist of a network of 104 offices tailored
to the needs of new (and new-to-market)
exporters. USEAC staff trade specialists can
guide your company through the thicket of
government programs that are available to
make your first move to exporting easier. To
locate the USEAC nearest you, call (800)
USA-TRAD(E), or visit www.export.gov and
click on “Export Counseling.”

M The Clobal Trade & Technology Network
(GTN), a program funded by the U.S. Agency
for International Development, helps small
and medium-sized enterprises in build-
ing trade linkages, identifying investment
opportunities and accessing technologies.
The firms are linked by a userfriendly,
Internet-based, business matching platform.
GTN assists firms in all industry sectors gain
access to more than 40 developing countries
and emerging markets. GTN registration
and services are free of charge; simply visit
www.usgtn.net to register For additional
information, contact Erin Webster at (202)
628-9750, ext. 19.

Metz Tool angDie of Rockford, Ill. found
a Mexican partner and successfully

stabilized their production.
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NEWS FROM COMMERCE

B Rebuilding
Atghanistan

Opening Doors for U.S. Construction Companies

by Jana Nelhybel

Afghanistan Reconstruction Task Force, Trade Development

Strategically located along
the historic Silk Road
linking Asia with Europe,
Afghanistan is becoming
better positioned to recon-

nect old trade routes. After
than
Afghanistan is in the midst of politi-

more two decades of war,
cal, economic, and social transition.
During the years of international
and internecine conflict, much of
Afghanistan’s infrastructure was
destroyed. Today only 17 percent of
Afghanistan’s 3,700-mile road system
remains in good condition. Rebuilding
the physical infrastructure is a key
priority of the Afghan government.
Restoring the road network within
Afghanistan and to neighboring coun-
tries is critical to reviving Afghanistan’s
economy. Construction and refurbish-
ing of schools, homes, medical facili-
ties, and government buildings is under
way throughout Afghanistan, but there
is much more to do.

U.S.
Afghanistan must be prepared to

companies interested in
think long-term in pursuing commer-
cial opportunities. Challenges include
the lack of a banking system, proper
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telecommunications, and a functioning
legal system. The Afghan government,
working with the international com-
munity, has made progress in address-
ing these issues. In September 2002, an
investment law was passed, and more
than 2,000 businesses have registered
with the Afghan High Commission
on Investment. In January of this year,
the Afghan government successfully
completed the introduction of a new
currency. The U.S. government is cre-
ating provincial reconstruction teams
(consisting of U.S. Army Civil Affairs
units and representatives from the U.S.
State Department and U.S. Agency
for International Development) to
assist with reconstruction activities
while enhancing security through-
out Afghanistan.

I AFGHANISTAN
RECONSTRUCTION TASK
FORCE

In February 2002, U.S. Secretary of
Commerce Donald L. Evans created
the Afghanistan Reconstruction Task
Force to serve as the commercial coor-
dinator for rebuilding Afghanistan.
One of the roles of the task force
is to act as a liaison with the U.S.
business community. The task force

works closely with the U.S. embassy
in Kabul, other U.S. government
agencies, and international organiza-
tions to provide U.S. companies with
counseling on the latest developments
in and opportunities for rebuilding
Afghanistan. U.S. companies inter-
ested in information about reconstruc-
tion activities in Afghanistan and
major project tenders can sign up to
receive alerts by sending an e-mail to
afghaninfo@ita.doc.gov. For business
counseling on opportunities, call the
task force at (202) 482-1812, or visit
www.export.gov/afghanistan.

OPPORTUNITIES FOR U.S.
CONSTRUCTION COMPANIES
According to the U.S. embassy in

Kabul, best prospects for U.S. compa-
nies include:

B Architectural, construction, and
engineering services;

M Building materials for both residen-
tial and commercial properties;

M Heavy equipment, including trucks,
trailers, buses, motor graders,
concrete mixers, dumpers, paving
finishers, and bulldozers;



M Irrigation planning and technolo-
gies;

M Road upgrades, lighting, and

signage;

M Civil aviation sector and airport
construction.

About one-fourth of urban housing
has been damaged or destroyed by
the two decades of war. Many houses,
factories, businesses, and apartment
buildings are being built or refur-
bished in Kabul. Most of the con-
struction is small in scale and includes
one-to-three story new buildings using
old machinery and methods. After the
Soviets pulled out of Afghanistan, most
heavy equipment was either destroyed
or sold, with much going to Pakistan.
Due to the lack of finances, there is a
need for rented or used equipment.

Since most building materials in
Afghanistan are of poor quality, there
are great opportunities for U.S. sup-
pliers. Much of Afghanistan’s lumber
was once purchased locally, but lumber
is scarce and the Afghan government
is trying to reduce illegal cutting of
trees. Afghanistan once produced its
own cement, but now only a few small
cement factories remain and they require
extensive rehabilitation. Currently,
Pakistan and Iran are the major suppli-
ers of cement in Afghanistan.

Short-term  opportunities  in
Afghanistan are related to reconstruc-
tion projects led by U.S. agencies and
international donors. Such projects
and sources of financing are avail-
able through the World Bank, Asian
Development Bank, U.S. Agency
for International Development, U.S.
Trade and Development Agency,
and the Overseas Private Investment
Corporation. Information about these
sources and how to pursue the oppor-
tunities is available on the Afghanistan
Reconstruction Task Force Web site.

| § THE WORLD BANK

In the construction and infrastruc-
ture sector, the World Bank provides
financing and technical assistance
for infrastructure development at the
village and provincial levels, as well
as in urban areas. It also provides
assistance for national highways. The
World Bank recently approved $108
million in funding for the Emergency
Transport Rehabilitation Project,
which includes rehabilitating roads,
bridges, and tunnels as well as civil
aviation construction. The World
Bank’s Emergency Public Works and
Community Project includes grants
for small-scale rehabilitation projects.

|
The Asian Development Bank (ADB)
plays an important role in rebuild-
ing the transportation network in
Afghanistan. In December 2002, the
ADB approved a $150-million loan
for an emergency infrastructure reha-
bilitation and reconstruction project
to rebuild crucial infrastructure in
the transportation and energy sectors.
This will restore much of the northern
section of Afghanistan’s so-called ring
road or highway.

U.S. AGENCY FOR
INTERNATIONAL
DEVELOPMENT
In September 2002, President George
W. Bush pledged $80 million through
the U.S. Agency for International
Development (USAID) to help rebuild
the road linking Kabul, Kandahar, and

NEWS FROM COMMERCE

Useful Web Sites

Afghanistan
Reconstruction Conference
www.trademeetings.com

Afghanistan
Reconstruction Task Force
www.export.gov/afghanistan

Asian Development Bank
www.adb.org/afghanistan

The Louis Berger Group, Inc.
www.bergerafghanistan.com

Overseas Private
Investment Corporation
WWW.OpicC.gov

U.S. Agency for
International Development
www.usaid.gov/afghanistan

U.S. Trade and Development Agency

www.tda.gov

The World Bank
www.worldbank.org/afghanistan
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NEWS FROM COMMERCE

Photo courtesy of Afghanistan Reconstruction Task Force.

Pl

Construction in Bamiyan Province, northwest of Kabul.

Herat. Additional funding is coming
from Japan and Saudi Arabia. About
one-third of this road is nothing
more than gravel or dirt, and it can
take days to travel the 600 miles
from Kabul to Herat. In addition to
rehabilitating the highway, the project
calls for infrastructure development
along the road. This project, managed
by the Louis Berger Group, holds
many opportunities for U.S. compa-
nies, including the following;:

M Roadwork;

M [rrigation systems;

M Water and sanitation;

M Power transmission;

B Construction of schools, medical
centers, administrative centers, and
bridges.

U.S. companies interested in serving

as a subcontractor or supplier should

visit the Louis Berger site (www.berger
afghanistan.com). The Afghanistan
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Reconstruction Task Force can also
counsel interested U.S. companies.

h
DEVELOPMENT AGENCY
The U.S. Trade and Development
Agency funds feasibility studies and
definitional missions that support the
development of modern infrastructure
and an open trading environment. The
U.S. Trade and Development Agency
has approved funding of more than
$2 million for Afghanistan that
includes an assessment of the hotel

sector and a definitional mission for
the aviation sector.

[
INVESTMENT CORPORATION
The Overseas
Corporation (OPIC) plays an impor-
tant role in financing and is active in
the construction sector. OPIC offers
a $100-million line of credit for proj-
ects that demonstrate substantial U.S.
participation and ensure significant
benefits to the economic and social
development of Afghanistan. In
February 2003, OPIC announced that

Private Investment

it would provide up to $35 million in
financing and political risk insurance
to build the Hyatt Regency Kabul, a
200-room, five-star hotel.

AFGHANISTAN
RECONSTRUCTION
CONFERENCE

U.S. companies seriously interested in
doing business in Afghanistan should
attend the Afghanistan Reconstruction
Conference, which is co-sponsored by
the U.S. Department of Commerce
and the U.S. Trade and Development
Agency. Taking place June 8-10 in
Chicago, the conference will include
the presentation of projects by Afghan
officials and offer participants the
opportunity for one-on-one meetings
with Afghan officials as well as U.S.
government officials. About $3 billion
worth of projects will be presented.

The conference will highlight many
construction projects, including the
USAID/Louis Berger road and infra-
structure project, the Hyatt Regency
Hotel construction project, and the
World Bank transportation project.
For more information about the con-
ference, visit www.trademeetings.com.

Although there are many challenges
still to be overcome in Afghanistan,
the commercial climate is improving
and there are various opportunities
for U.S. companies to help rebuild
Afghanistan. For more in-depth
information about the construc-
tion sector in Afghanistan, read
The Afghan Construction Sector:
Opportunities and Obstacles, available at
www.export.gov/afghanistan. |



TECHNICAL ADVICE .

Tapping into Construction Financing

by Export America

Locating reliable financing for con-
struction projects can be challenging

for any or ganization. However, several multi-
lateral banks finance construction projects, contract
feasibility studies for projects, and are sources of
information on construction opportunities in devel-
oping regions.

Be sure to contact the U.S. Commercial Service offi-
cers stationed at each of the banks listed below. For
more information on the Commercial Service, see
www.buyusa.gov.

. AFRICAN DEVELOPMENT BANK (www.afdb.org)
Established in 1964, this bank helps fund infrastruc-
ture development projects in its member nations, with
emphasis on transportation, utilities, oil and gas, agri-
culture, mining, and manufacturing.

| || ASIAN DEVELOPMENT BANK (www.adb.org

This is a financial institution whose capital stock is
owned by its 56 member countries. Headquartered in
Manila, the ADB promotes the economic and social
progress of its developing member countries in the
Asia-Pacific region. The bank makes loans and equity
investments, provides technical assistance grants for
the preparation and execution of development proj-
ects and programs, and promotes investment of pub-
lic and private capital for development purposes.

EUROPEAN BANK FOR RECONSTRUCTION AND
DEVELOPMENT (www.ebrd.com)

The EBRD brings together 60 countries and two
intergovernmental institutions as members. It began
operations in April 1991, and provides loans, equity
investments, guarantees, and technical assistance,
which promote private business and entrepreneurial
initiative, and foster the transition toward democ-
racy and market-oriented economies. The EBRD
finances projects in Central and Eastern Europe and
the former Soviet Union. Most of its projects support
the privatization of state-owned enterprises and the
rebuilding of economic infrastructure. The minimum
EBRD commitment for private-sector investment
projects is approximately $7 million, representing
one-third of the minimum total project costs of $20
million. The bank expects project sponsors to put up

one-third of the project costs in equity, and the final
third is usually co-financed by international financial
institutions or commercial banks.

INTER-AMERICAN DEVELOPMENT BANK
(www.iadb.org)

The Inter-American Development Bank (known as
the IDB) is the oldest and largest regional multilat-
eral development institution. Established in 1959,
the IDB has helped accelerate economic and social
development in Latin America and the Caribbean.
The bank, headquartered in Washington, D.C., has
offices in each of its borrowing member countries, as
well as in Paris and Tokyo. IDB operations cover the
entire spectrum of economic and social development.
In the past, IDB lending emphasized the produc-
tive sectors of agriculture and industry; the physical
infrastructure sectors of energy and transportation;
and the social sectors of environmental and public
health, education, and urban development. Current
lending priorities include poverty reduction and
social equality, modernization and integration, and
the environment.

|
The World Bank began operations in 1946. The mis-
sion of the bank is to reduce poverty and improve
living standards by promoting sustainable growth
and investment in people. The bank provides loans,
technical assistance, and policy guidance to develop-
ing country members. A significant portion of its
portfolio of projects is designed to develop national
infrastructure in areas such as energy, the environ-
ment, telecommunications, water and wastewater,
and land management.

. ADDITIONAL RESOURCES

The Development Gateway (www.developmentgat
eway.org), currently a free service, includes project
listings from a variety of funding agencies as well
as “development” information aimed at government
officials in developing countries.

Development Business (www.devbusiness.com), a
subscription-based service, is the official listing of
procurement opportunities through the United
Nations and several development banks. |
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B Constructing the World

U.S. Industry Builds it Better

P"‘"‘# " construction market in the world. Domestic con-
struction activity topped $819 billion in 2000, accounting

for more than 8 percent of GDP. However, with global construction

activity worth over $3.4 trillion in 2000, a wide range of opportunities is available
outside the United States to America’s highly skilled and competitive design, construction, and
material firms. While much work outside the United States requires joint venture operations with local
partners, there is significant direct export of construction-related services as well, including specialties
such as construction and project management services, engineering expertise, and specialized technology.

Despite fluctuations in economic conditions, global construction is growing for several reasons. One major
factorisrapid economic developmentin Asia, Latin America, and Eastern Europe. Factors such as solid project
finance, competitive bidding, and awareness of projects ensure that U.S. firms will have a role to play in what-
ever projects emerge. Types of projects available cover the full range of possibilities, from medical facilities
and urban infrastructure to industrial buildings and sporting centers. While there are many opportunities in
the global construction business, several real obstacles exist for U.S. firms overseas. These include difficultyin
conforming to building standards, unreliable funding for projects, and opaque bidding processes and
contracting procedures.

According to Engineering News-Record (ENR) magazine, the construction industry in 2002 entered what
some have called an age of anxiety as key markets around the world began to slump significantly, terrorism
became a household word in places totally unaccustomed to it, and saber rattling by some of the biggest
and most heavily armed nations set the entire world on edge. Yet in good times and in bad, the global
construction industry produces a prodigious amount of work.
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